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ABSTBACT . 

. Bas€(J on the Hational LcUgitudinal Surveys of ^loung 
Women aged' fourteen 'tQ twenty-four in 1968, a study vas made to 
determine the. impact that women* i^^ex ante labor market €xp€Ctai:ions 
have on their salary and development and to examine the effect of % 
womeff^s postschopl training and maturation (human capital 
accumulation) on wages. -.six findings resulted ficm analysis of the 
empirical evidence': (1) the emphasis that young ilhite wcien placemen 
dn-the-job training is positively related to their expected work 
attachment; (2) of the two types of training^ fpecific and general, 
only the investment in general training^is affected by future wor;k 
expectations; (3) postschool investment, in on-the-jct ttaining'*is a. 
major factor in wages and wage growth among young women j (4) atl though 
maturation plays an important role in wage groiith, its importance 
declines wi,th age, and its effect is smaller for women then men; (5) 
significant racial differences exist in wagie determination ; and (6) 
young womeijr tend t6 und^erestimate the l-ength of their future work' 
life, so some therefore may underinvest ,in cn-*the*jok tr»ining» The 
incorrect 'expectations^ of women regarding 'the extent of their 
participation in the labor force were found to aoicount in pari for 
the existing gap between female and male vages. (EI6) ^ 
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Work Expectations, Human Capital Accuitailati 
and the Wages oi* Yoxing Wonien* 

* ♦ 

vjn atiidying tb$ ^ax*nings of v^ien, a key hypot^sis of the human' 

• capital school *is that the expected shorter period of lifetime labor 
force attachment associat,ed vith child-rearing results in' sr^JQer hiimai: 
capital investisents among vomen ♦ This proTOsition frequently underlies 
stetenents in the literatinre' that sex differences In futxzre work 
expectations are an important determinant of ^existing male-female 
differences in vage rates and occupaTional adTancemen^.'" The h^npothesYS 
has been tested, indir^c'tly, making, use of the theoretical rela^ionship 
betveen the \inobserved investmenrs in 'on* the-job trainihg^and observed 
experience-earnings profiles. Tnat the profiles for vc^n vfere flatter 
than for men,^ and those for isarried vcraen flatter than for unmarried 
vcEnen, was' consistent vith 'the th4oretical imnlications . 

While lifetime labor force* expectatio|Ls and their iissa^t on occupational 
choice and earnings have ^een an important "focits ol a number of studies, 
the' lack of ex ante measures of expectations ^as precluded direct 
testing of the nexus betveei^ investment decisions and the indiyidxzal's 

, time horizon. S:g>irical if^rvesti gators have been forced to use marital 
status, nximber of children, or proportion of ^yearjs since garriage voorked 
six or isore months as proxies for d3a>ectations.^ It is clear that these ' 
proxy aeksures ar^ higtily i^erfect substitutes 'for vork intentions. 

^ Since al±iost all young woden expeet to marry and usually have tvo chil(^en, 
the first tvo measures ar,e in appropri ate > Actual vork acperience is an 

^ ex post aeasuf'e that inrtrodnces simultaneity bias vis-a-vls Xabo& supply 

and human capital accumulation* , ' ' * \ 

I r • 



In this -paper', the Natix)nal Ix>ngi;ui(iinal Surveys (NLS) of-|Y6ung 

' / ' . r 

Women aged 1^4 to 2^ in 1968 are useci to estimate the ispacD that these 

woEieq's ex ' ante labor sarket expectations have on*tneir huznaa capital. 

accumulation and pay,*^ In addition to directly test^jlg the effects of 

ex ante expectations, v6 also distinguish and estiisate the effects of 

setT^erai fojms of postschool' huznaa/ capital accusnilati'orl, 'Numerous studies 
„ ~ ' / * ^ , * 

have examined huznan capital accyumulation viaN^n-the-Joo trair«,ng and via 

6 / * 

aging (mauuration) . Here, e^uaxions are esximated thax separate the 
effects of on-xhe-job ^rairmlg into general and f im- specif ic comronents. 
In effect, then, ve examine three forms of TOSXschool human capital 
accicnulation 'among youn^'^vomen—genera^ training, specific tredning, 
and maturation. / / 

The principal jlnjiings of this study are: 

(1) Sx ant^ e^i>ec tat ions of futxire labor force attachment are 
significantly r^lated'to rates of pos'tschool human capital a<>cumulatiori 
azaong young v^^te V94*king vcssen. Tne empirical evidence th\is siH)ports 
the \nmpT) c^^ital t^pothesis that receipt of on-the-^ob training is 
TX>sitively/related to expectations of future Is^bor force att^hment. 

(2) / When investment in on-the-job training is decomposed intio 

general .and specific human capital ccc5>onents, it is apparent that the 
« 

significant effects of expectations on' investanent in on-tne=joD 
training are confined to investment in general training. Investment 
in firm-specific training is txnaffecfted by^fut^e vork expectations. 

(3) The ccHubined effects of general and specific training 
indicate -that postschool investments in on-the-job training are a major 

••determinant of wages and wage growth among young wcanen.* * " 
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{h^ Aging plays an -isiportant independenx role in wage 'growth aaiong 

« 

vhites. However, the ijnportance of maturatiioh declines vith age. At age 
18 a year of aging isplies wage growth of nearly 6 percent, whf^e,^t.age 25 
the partial effect of^tge on the hourly wage raxe is 'zero. In addition, 
the maturation effect is sinaller for Vomen than for ien. 

(5) Consistent with previous work, significant racial differences 
^.in wage dexemiination are found xo exist. The South/nonSoiitr/dif ferential 
■ is !3ucxu^arger for blacks ^har> for whites. P^irthemore, government er^^loy- 
aent and collective bargaining coverage are founq to be positively related 
to young w&nen' sewage r^tes. ^ 

(^) Cmparison of the actual labor forc'e att^hznent of isature wonien 
vita the expectations oT future participation of young wosen indicates that 
young women (as ^ group) tend to underestimate considerably their future 
labor force attachment. This iinplies that some young women ma>' under- 
•invest in on-the-job training. If women currently ^s^rli^ng have also 
underestimated , the extent pf their actual labor force participation^ their 
incorrect expectations account for part of the present male- female wage gap. 

\ The folTowiog section fociises* on the role of expectations in 
influencing the process of hianan capital accuzmilation through on-the-job 
training. Theoretical and enrpirical distinctions between general and 

*eqizations are estionated for ydimg women making use of interaction* tems 
that stratify according to irtiether or not they are "strongly attached" to 
the labor force. This estimation allows us to test the clear, iinplication 
Of human capital theo2*y tiJiat individuals with stronger expected lifetime 



atta^hHient to^the labor force will invest nore heavily in pn-t>;e-job- 
treinirjg. The evidence 'supports this hypothesis and the wage equations 
are then used to generate estiinates of the magnitude of the effect of" 
expectations on human capital accjHul'ation and^vage rates. The implications 
x>f women *s often incorrect exuectations about their futxire labor force 
participation are discussed in Section III, . Coiroarisons between the 
labor Eiark^t expectations and experience of young and' nature voznen are 
also presented in this section. 

I SX?SCTA?IOHS Ainr 0H-rrS-JC3 %Ou:KIKG; rSXDHSTICAL AltD S-glPI c;^.L V 
COnSIDERATIOKS • 

t 

Once schooling is cosroleted, a raajor portion of subseouent h-jinan 
capital, accuimilation is' acccfeplished tnrou^ on-the-jofc training. Since ^ 
pecuniary returns to investment ifi training can, be. reaped only so' long 
•as the individual remaifis at work in the labor ^force, the expectation of 
peridds of vithdravad from thSI "labor market has the effect of leering the 

expected gain from investment in training, th\a^. red?acing edrly postschool 

7 ' - 

investments in training. . the extent that thfere are substantial 

r • ' . ^ ^ \ ' ' . - . \ * 

differences 'in lifetime, labor force attaclnsent asKi.ng vomen, the human 

capital model iiz5>3.ies that women with stronger J.abar forc'e attachment 

will^engage in postschool human capital inyestn^nt more heavily than 

In rae i^tial HLS of young wcsnen in 1968, respondents were asked: 
"Now I wQTlld like to talk to you about your, future plans. What would 
you like to ^e doing Vhen you are 35 years old?** We assun^ that responses 
'to this question' reflect pl^ns (expectations) for the future, as veil 



8 ■ . • 

as. preferences. Inr the context ,of the discussion above, those young 

• ^ • 1 • . - 

wcHnen who indicated in I968 that they would like to be- working in the 

market at age 35 are yiewed as expecting to have greater attachment 

to the labor force over the life cycle than tho/e yoiirig women expressing 

no desire uo'work in the market, at age 35 According to human capital 

tneory, tnen, investment in on-the-job training should be greater among 

the vqcien in, the former (more sxrongly atxaciied) group. ^ 
* 

A well known conseauence of greater investment in on-the-job 
training is an experience- wage profile that begins at a lower poirrt 
and is more steeply sloped. , The hum^ capital interpretation of- 
experience-wage profiles is concerned with on-the-job training paid 
for by the worker through reduced wages in -the early yeeirs, and 
re^'Ulting in increased productivity -and higher Vages in the later 
years. Two suci? types of training have been discussed in the literature 
general training and firm-specific training. 

In examining an individual worker's infcentive to invest in 
on-the-^job training, an important consideration is the length of the 
individual's relevant time horizon for investment 4 Tiie longer is 
the investment horizon, the greater Is the incentive to ,^nvest in 
t^raining. Fol: general training, the relevant time horizon consists 
of the worker's expected total lifetime e3q>erience in the labor . 
mfiurket. Sinpe. women who plan to work at age 35 presimiably have stronger 
expected lifetime labor force attachment than thiir ^^-plaias** 
counterparts, their, experience-wage profiles should be ^teeper and 
start from a lower point. For firm-specific training, the relevant 



investment hoi^izon consists of the worker* s e:fpected tenure with the 
current firm. Questions frcxn the NLS' provide little insight into 
yoimg woaaen's expectations conceming.prospective tenure with the 
current firm; consequently, we Tiave no hypothesis about the effect 
of future york expectations on the incentive to invest in firjji- 
specific training. Thus, we hypothesize that wbme2> with plans td 
work at age 35 will invest more heavi'ly in general training than women 
with no plans for workiog at age 35 • At the same time, we have_ no 
'a priori hypothesi^ regarding possible differences by future, work 
plans- in investment in* firm-specif itf training. 

.Empirical^, exact measures of general and firm-specific 
tre^^iing are never available. However, since general draining is • 
tiseful to, many ©:^^oyers while firm-specific training is useful 
only to the enroloyer providing the training, one can use total yeai*s 
of labor market experiende a# a proxy for general training and tenure 
with the current employer as ^a proxy for firm-specific training. 
In a wage equation controlling for both of these forms of work 
experience, the coefficient of tota3^ labor market experient^e measures 
r the return to general training, since tenure on the current job is 
held constant. By the same token, the coefficient of tenure in' this 

thejreturn t^J^Ii^gpfe^i^fic^trj^^ 



equatiOT. holds general experience constant. Thus, the hypothesis 
that women with plaiis to work at age 35 will invest more heavily in 
general training implies that in wage equatiops which control for 
both total work e3q)erience and* tenure, the experience-yage profiles 



implied byVne coefficient(s) of total vork escperience shoxild be- steeper 
and start from a lower point for the woman with such* plans/ 

Operationally, this hypothesis is tested by es^timating wage 
eq\iatlon^ that include interaoti-on terms for totail work experience 
and plans to vork and for 'the constant term and plans to work.*^ 
These interaction tenae differenxiate women ^rtio Dlan tb work from ^ 
those who do not, and within 'the equations they allow for differences 
between these ^wo groups in the coeffici-ents of vork experience and 
the constant term (and hence, in the implied experience-wage profiles). 
Two variants of the wage equation have been estimated: /"in ^he 
first, work experience i^^^measizred simply 'by total postschool work- 
experience; while in the second ^ both experience variables — total * 
epq>erienc^ and current job -tenure — are included in the equations. 
In both case^, quajirfLtic specifications of the experience variables 
are-, used* 

In light of the work of Lazear, it is important to coijsider the 
/ effects of nonmarket acquisition of human capital/ Lazear has 
demonstrated that among young men, apaart from t]^ effects of s'chooling 
'and work experience on wage gro^h, there is an independent effect of ^ 
aging that presumably represents nonmarket acquisition of human capital. 
In order to insure that bur estimates of the effects of on-the-job 
training aye not -biased by omission of variable^ that are proxies for 
nonmarket human capital accumulation, we control for age in the wage 
equations. Since Lazear *s results indicate that the effect of aging 
dn'wage growth declines with age, a q\iadratic specification of age | 
» is used. \ 

Jo / •■ . ■ • 



The estimated wage equation vithottt tenure may be expressed as , 
follows: " 

5 'I 

> (1) BHWAGE = a_ + a^SCHOOL + o^EXPSR + a^EXPER^ + a, PLW . • 

_ , • • 13 . ^ ^ ^ 

. i 3. ' \ 

, . 1=^9 * . . 

where LHWAGE'is the natural iogarithm of the respondent's hourly wage 
rate*in 1973 (in cents); SCHOOL Erasures the number of years or school 
eoiroXetr&d; EXPER measures the respondent's total years of work ^ 
experience in the labor market since last "attended school full time; 
PLW is a dumm^ variable denoting those young woaije.n who expected (in 
1968) to be working in the labor isiarket at age* 35; PLW'EXPER aiid * 
PLW'EXPER^ are interaction terms between the plans t5 work variabl-e 
and total work experience and experience squared, respectively; and- 
represents, a set of control variables: dummy variables denoting 
worker's en5>loyed in the public sector, those whose wag^s are set^by 
collective .bargaining, those who reside in an SM5A, reside in the 
South ,^^d have health problems, that limit tte amo\int or kind of work 
they, can do. The equations^ with tepure include four additipnal 
terms: tenure, tenure sqizared, and the corresp<2fnding interaction ^ . 

termsl In ttie context of equation (l), »th*e hypothesis that wage- 

t * 

' * . « 

e^qperience profiles will start at a lifwer point 'a^id be' steeper 'for 
woanen who plan. to w<5rk at 'age 35 in^Jlies'tSB* will.be negative 
and a^' will be positive ♦ • ^ * 



II . a-lPIRICAD ESTIMATES 

•Wage equations for 1973 were estimated for those young .wpmen who 
reported -their' future plans in -1968 'and who were out of school an\i 
eniployed as wage and salary workers at the time of the 1973 !TLS 

' s\irvey* Separate equations w^re estima^ed -for whites and blacks, 

' 12 . v * 

and are pi'esented in JTable 1. For e^ch race, the e^timaxe in xhe 

. first column us^^s the ^o^al work' experience measure aione, "^hile thai; 
> • • 

in the second column uses both total eroeri^BC^ and current Job 
tenure. Th^ coefficients of total work ext^erience and tenufe meeisxire 
ohe partial ef^^ect of uhese two types of work experiences on wages 
for young women with no plans to work at ag& 35^ ' The corresponding 
effect for .women . who 4o plan. to work can be obtained for eac& variable 

by summing the experience or tenure c6eff icient end ^the relevan'b 

13 • ' ^ * 

interaction term coefficient. . * - ' 

• ' * • ♦ » 

The estimated effects bf the work experi^^ence variables by plans-^ • 

to work and by race are .shown In Table 2» *As implied by the human ^ 

capital hypotfiesis, the- experience-wage profiles for those^ young women 

who. plan to work- at a^e 35 begin at a lowefV point, and^have a stfeeper 

(initi^) slope than th^e of their "no work' plans" counterparts.^^. 

The intercept tferms are Significantly diff^ent among »Vhites *and 

' plans have starting wage rates* approximately 10 percent lower than 

' . ' • . p 

those of women without future work plans, ceteris pailbus. I)ifference8 
in the initial steepness of the profiles are sigftificcmt among whites 
but no€ among blacks. ^ ^ ' •* ' 
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Table 1 Coe^tix:ients of Wage, Equations with Interactio'n T^nns , With and 

Without TJfenure , 'by Race ' ' , ^ 

Dependent variable = LIIWAGE)' 1 



Independent 
variables 



WHITES 



6 



ill 



6 



' SCHOOL . 
EXPER 

2 

EXEER 
TEITURE 
TENURE^ " 




ShBA 
^ SOUTH 
HEALIH 
PLW 68 
PLW* EXPER 
''*PLW*EXPER^ 
-V-"*- PLW"* TENURE 
' PLW* TENURE^ 
(>DiXSt^t 



S*E cE* 

F-lratio ^ 
Samplg'iSize 



.0797 
.0580 
-.0020* 



(1?.8U) 
( U.b6) 
(-1.53) 



.2138. ! 
-,00U3 * 
\ .0752 

.i8au 

.1211 

-.062U 

-.09 
r.1058 
.0391 

--.0028 



|-,3.Ul) 
( 2.80) 
( 7.19) 
( 5^81) 
(-2.89) 
^-2.17) 
(-1.82) 
( 1.65) 
(-1.35) 



1.6693 ( 2.39) 
.31*7 
■.3U8 
53.U2- / 
i2§2 



.0776 
. O2U7 
-.0002 
, .0792 
-.0066 
.jl.967 
-.0039 
•.O63U 

.1613 

'.12'^58 
-.0^61 
-.1007 
-.0953 

.OU58 
-.0032-: 
-.0287. 

.•0036 
1.8671 



13.63) . 
1.60) 

-0.16) 
1^.89) 

-3.35) ' 
3.28')' 

-3.12) 
2. "39) 
6.12) 
6,11) 

-2.-63) 

,-2.37) 
-1.65) 

1.73') 
-I.U5) 
-l.Op) 

1.06). 
"2.70). 




. .0575 _i( ^'M .■.of?8 
.g682*-t 3. '53), ?/-.0i»05 
-.00U7 '(-2.6f) -.6030 




.1631 
.1383 
-.2031 
-.1259 
--O806 
. -0195 

-.'b'pio 



( 3.6U) 
( 5.67) 
( U.56) 

'i-7.31) 

■/^2.17) 

(-r.i»2) 

• ( 0.,79) 
't-0iU6) 



.1169 
.1506 
' .1363 
-.2662 
,-.1031* 
-.•0906 
.0276 
-.0022 
-.0015 



7.79) 
1.9JI) 
-1.60) 
3.2^) 

-0.31) 

■3.76) 

5.^1) 
U.66) 

-7.55') 
-1.8i) 
-1.63) 
1.05) 
-■D.9'») 
-0.09) 



U.6328 • (32.U&) 1»".t4i»3 i33.'it2T 



,36U 
.3lt3 
Ulj.'20 
1282 



'.27r 

35.57 
502 



Table l' Continued 



Variable 



tr : — 

LNWAGE 



SCHOOL 
EXPER 

, ^ 2 
EXPER 

TENURE'^ 
AGE • 
AGE^ 
GOVT 



COLBAR 
SOUTH 

f 

HEALTH 
ft 

PLW 68 



BefiniHion 



WHITiS 



BLACKS 



S.D/ 



Mean 



PLW*EXPER 
ELW*TraURE 
PLW* TENURE^ 



•natural logarithm of the 1973 hourly wage rate* * 
(cents) ■ ^ ? ' 

/ I?umber of years of school completed' 

Number of yeats worked six months or more since 

last attended school full time 
Square of EXPER ' , ' . . 

Number -of years worked on current job 
'Square of TENURE^- - 
Age in yeaf s as of -1973 suirvey date 
Sq\xare of AGE 

Ihrnmy variable^^q>^ to one if respondent is 
employed in the public sector-, otherwise equal 
to zero 

Dummy variable equal to one if respondent's wages * 
are set ^by collective bargaining, otherwise equal 
to zero . • 

Dummy vardable equal to one if rejsjfcndent resides 
« in a Standard Metropplitan Statistical Area, 

otheirwise equal to zero^ 
Dummy variable equal to one if respondent resides 

in the South, otherwise equal to zero 
Dilmrny variable equaj: to one if respondent has health 
^ problems that limit the-^ amount of type of work she 

can do, otherwise equal to zero 
Dummy v€uriable equal to one if respondent indicated 

in 1968 that^ she -planned to work at age 35 ^ other- 
• wise equal to zero 

Interjft|tion term— procLuct of PLW68 and EXPER 
Interaction term—product of PLW68 ancL EXPER 
Interaction tenii—preduct of PLW68 and TENURE 
Interaction term—product of PLW68 and TENURE^ ^ , 



5.597 


.2430 ■ 


5.i*B7 


12.75 


2. Oh ' 


3J..93 


h.n 


2.67 


U.60 


2k. h9 


29. a6; 


2l;U5 


2.00 


2.08 


1.85. 




16.84 


6.85 


'23.62 


2.99 


2>3.90' 


566.51 

■ 


138.70 


579.26 


.20 


.to 


- .23 








.19 


_ .39 


.29 


.61. 


.U8 


.75 


.33 


M 


.60 








.06 


.23 


.05 



.27 
l.lU 
6.82 

2.25 



2:35 
20, kk 

l.UO 

9.^2 



.53 
2.12 
13.37 
• 1.01 
3.91 



.372 
^.05 

2.90 
32.12 

1.85 
12.'8ij 

2.87 
138.50 



.h2 

M 
M 

.21. 



.50 
2.9a 

28.08 
1.70 

11.12 




14' 



. 12 

♦ • 

Table 2 



Coefficients Relating LnW^e to Experience Variables 
Intercept by Plans to Work at Age 35 and by Racea 



he 



WHITES 



Specification including tenur^ . Specification vithoitt tenure 
'Plan to vor& Ho vork plans • pian to vork* No vork plans 



EXPER 

exper2 

TElfURE^ 

tenure'^ 

Constant 



.0705 
-.003i» 

-.0030' 
1.771& 



.02^7 
-.0002 

.0792 
-.0066 
1.8671 



.0972 
.001^8, 



1.5636 



.0580 
,0020 



1.6693 





^ 

^ 










BLACKS 




'""•^^pec i f ic atdon 


including tenure 


Specification without tenure 




Plan .to work 


No vork -Dians- 


Pian^o work No work TJlaLns 


ft 

EXPER 

EXPER 

TENURE 

TENURE 

Constant 


.068 J 
1 -.0051-' 
I .0365 

! 

i lt.623T 


.OU05 
-.0030 
.0380 

l*.7li»3 


.o8^r .0682 

. --OO57 • -.06U7 
1*.5522^ li.6328 



a Coefficients kre derived from regression equations reported in Table 1. 
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As noted earlier, we also tested to see Lf futxire work expectations 
jfluerice investment, in ffnn-sDecific training. The evidence from the 
vage\eqiiations that include teniire^ indicates that- there is, no significant 
effect of expectations on investment in firm-specific training. In 
addition » once teniire is explicil^ly controlled, the effect of total 
work experience on wages bejcomes ponside2:ahly greater, rela^ively, fbr 
vcznen vho^laua to work cc^ared to vmen yho do not plan ^o vprk. 
The empirical evidence thus in ^cgt es that young vomen vith 



7 



greater expected lifetime ^tachment to the labor force do* invest 
i!K)re heavily in general on-t^e- job* training, table 3 focuses on 
- the iispact of oh-tn^7^ob training on vaee -rates • More precisely, 
the; tabl^ shows^-the estimated (percentage) contributions of postschool 
work experience to the vage rates of young vpmen workers in 1973. 
These contributions are de*termin^d by multiplying the me^ ^aLLues of 
total work experience and tenure by their corresponding regression 
coefficients and sximming. % * 

^ Table 3 ' Estimated Ei^fects of Work Experience on Wage Rates Plans 

To Work at Age 35 » 



Source of 

ssti: 



Seoz^le 

"Whites 
Blacks 




Relative contribution to va^e rates 'of mean 
^ ' , post-school vork expei^ilence ■ . , 

Specification " SpefcjtYication including tenure 

without tenure- ■ _ , „ 

\ . General Specific 

» training training 



- iHo plans Plans Ho plans Plans Ho plans Plans 



^.21 
.20 



.32 ^, ■ .10 , .23 .13 .0^ 

.?6 .11 .19 .07 .07 
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It is clear from Table 3 that investments in -general and specific 
trlizSing are iinportant determinants of wages and vage grovth azisong 
yoimg vcfSien, ^ In addition, the contribution of mean work experience 
to (the log of) thp vage rate is distinctly higher for women vho plan 
1^ work than for those vho do not plan %o work at age 35. This * 
conclusion holds in the specif icarion without tenure, and it is even 



more striking in the specification that controls fer the ^ff ecta of Job 
teiiure. For exazrole j^ne specification without tenure indicates thar a 
white wcmen with average (total) experience and no work plans will earn 
"S^age ,that is 21 percent higher than that of a woman vit^ no work 
experience, while a woman with average experience who plans to work will 
earn a wage that is 32 percent higher than that of her new entrant counter 
part. By caroarison, the specif icajtion that includes tenure iTnplies that 
won?en who ^o not plan to work have wages tllat are 10 percent higher due 
to general training, as congpared to 23 percent higher for women who do 
plan to work. ThtisV frcan this different perspective, it is clear "that 
the empiricol evidence stipports yhe human capital hypothesis that work 
expectations are .positively related to investment in general on-the-job 
training." . » . 

. The wages of young ^-omen are also affected*^ by their off-the-Job 
.acquisition^ of human capitsd* Since total experience and tenure are 
held constant in the wage equations, the coefficients for whites of 
age and age .squared indicate the effect of nonparket human capital on 
the hourly rate of pa;».^^ For an 3sS year old white woman, an additional 
year of age ij3q>lies nearly a & percent increment in the hourly wage, 
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ceteris pari'pus . By ag^ 25, hovever, the partisQ effect of age on vages 

has fallen to zero. This reSiilt is consistent vixh Lazear's findings that 

among young men aging is a significanx d^tersanant of vage grov'th, zhe 

inmortance *of vhich declines vith age. While the effect of - aging on 

wage grovth shovs piiailaLT patterns for both f exes , the xsagnitudes are 

distinctly blghe;r for sien. For exanple, Lazeaj* reports -upper bound 

estiinates of the effect of aging on vage grovth of young nen that are 

* • 
in excess of 9 percent for 19 year old^ and nearly 6 percent for 2^ 

year olds.' The smaller vage-augriientation effect for vosen of off-the-*ob 

accunralation of knovledge reflect the fact that the life experiences 

and concerns • of vozsen differ fron (and are perhaps less laoor-znarket 

oriented than) those of nep."^ 

The introduction of age as at expa^^toiij^aiiLablf..J,r^ 

equation for whites reduces the coef'ficient of total work experience 



by aisost orf^heilC', while the-^coefficlent of the- interaxition term 

18 



t 



/ 



between plans m work and total experience 



inciw 



asas slightly.^ Thus, 



if age is not controlled for^ th^ effect o'f on-the-job (general) training 

o 

will be overestiiaated and the relative plans/no plans differential in 

' ' ' 19 

experience coefficients will be understated. ^ 

Racifid differences in ,the effects on w6ges of work ^experience and 
expectations ' are apparent from Table 2\^^T)ie initial wage augmentation 
*^fect (on a percentage basis-T of general labor market' experience is . _ 
slightly. higher for white than for black wmen who express plans to 
work at age 35- Among women who jio not plan to work^ the experience- 
wagq profile is initially steeper ^for blacks/ However, becatlse of the 
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greater curvature of the profile Tof^Tacks , liie uarLial effecb-^^^ 

experience on wages evaluated at the mean of experience (just over four 
years) is greater for whites. In terms of the initial slopes of the 
experience-vage profiles, differences 'by expectations of future labor 
force attachment are greater aisong vfaites than azi^ng blacks. 

Exaaiination of the re^ession^coefficients in Table 1 reveals . 
further differences by. race in the resiaining' determinants wages. A 
year of schooling adds nearly 8 percent Jbo the vageV^'^e of. a young 
vhite woman, ceteris paribus » while the corresi>ondi/^g effect for a ^ 
black is roughly 5 to 6 percent. An Kjproximate t-test rev^al^ that 

9 

the racial difference' in schODling coefficients is statistically 

significant. Tne different magnitudes of the coefficients representing 
§ 

goVernn ^t_ ei^lgpna^ €md residence in the ^outh are probably picking^ 



up vestiges of racieil discrimination. The wage premiiim associated 
with employment in t>Ke public sector is approximately 6 percent for 
whites and nearly 12 percent for blanks, l^ore dramatic 'is the significant 
difference by raC# in the South/nonSouth differentisil: blacks exp^ience 
a 21 percent wage penalty . if ^&ey work in the South conmared to a 6 
percent lower wage for SputhelTi whites Indeed, the most xsn^rtozxt 
determinant of .the racial tiifference in the wages -of yyoimg women is 
thfe fact that more blacks live in the South (threeVrifths compared to 

die-third for wb^es) and they suffer a greater yage penalty when they 

* ' 20 * 

do ($.51 compared to l.lSjT- ^ 

The lack of a significant aging effect /^or Slacks is consistent 
Tfith the hypothesis that racial discrimination in a^bof markets- is 
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decreas ing over time, r esTilting in better job ooi>ort"unities for nK>re 

^ , . . 

recent black labor market entrants than for their slightly older 

counterparts. The veige eq\iations in^jly that for 27-year-old women 

vith similar characteristics, the black-vhite wage ratio is ,97 for 

t 

those residing outside .^of- the South and .83 for those living in the 

South, while for 2\-y^^J'^^^ vcmien vith similar characteristics^the 

corresponding figures are 1.10 and .9I. Hence, these estimates 
# . ' • 

provide further evidence indicating tr^jartf racial discrimination may / 
"^nave declined in recent years. ' 




INC0R3£CT ETSggCTATIOK S E!^?LOY?-Srr rROBLE?*S 0? WOMEK 

^ T 

In view of the secular increase 'in labor force^?articipatibn* by 

jaarrJed women, it is likely that man/ women cui^Sn^ly working substantieilly 

' under^stiaat eg^j_jff^ yov /ger , 'the eocteR t of t h eir lifetin^ 



labor force attachment. Since the. evidence presented above indicates 

\ 

that low expectations of .future labor force oartieipation are concomitant 
with le^s investment in, on-the-job training, this suggests that many 
women are faced with poor occupational opportunities "vhen and if Ahey 
decide to- enter or return to the labor market. In addition, unrellisti- 
cally loV expectatisfcs of ^ure participation can create a self- , 
fulfilling prbphe^ if tj^ese little-trained won^n are offered low wages 
and, hence, chopse not to accept eiz5)lQyi2ent . 

The iig>l^cations of women's work expectations for. male- female 
wage differ^^nces are stralghtfoivard. 'Himmn capi^al^^-analysis stjggests V, 
that part/of the wage gap between oen an4 won^n is attxTObutable -bo 
sex difrerences in investment in hxnnan capital, For-gflgsons currently 
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dn the market, ^tfee higher wages of men than women ""are partiy due tof 
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higher embodied postschool investments' in himan' capital for men. 
This is due in, part to higher levels of postschool work experience 
for loen (thaii^for women of comparable age). In addition, human capital 
theory suggiats that there wljLl he greater investment/per unit of 
experience '^r men ^han for women. Since (as we h^e shown,)' low 
expects future la^bor force participation is associated with less 
investment, it is likely that sex differences in youthful work . 
expectations flT^^^ig today's older workers play an important part in 
determin;^tion of the contemporary male— female wage gajxr^ Alternatively,^ 
•if yoypg women now haVe greater work expectations (aAd, eventually, 
higher labor force attachment) than their counterparts of a generation 
ago^ this should result in increased wages for women and ^ narrowing 

f'.i.P TnpiP>-f ATnAiP vape gap i n the future. Not ohly will the wage gap 
narrow due to a secuia!r;increase In the amount of experience amon^ 
' the female labor force, but it will ^narrow further because future 
wcxaen workers will have expected .to patrticipate and thtis they will have 

4 

invested more in on-the-job training than today's working wbmfen. 
, Despite the apparent growth over' time in wCTien's work expectations 
. it seems likely that some young wcsaen still undearestimat^ their future 
ij^labor force attachment. In Table U, the labor force e:qpectations (at 

age 35 1 of the HLS cohort of young wcsnen are compa^fcd with the actual ^ 

' _ ' <. 

labor force experience of vcnnen aged 30 to UO from the NLS cohort ' of 

, /<• 

,^ture women. In general, the table suggests that,* as judged by the 
- actual experience of older women, young women in all education groups 
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Work Exp^tations at Age 35 of Yoiiiig ..Women Compared to 
' _ Actual Smployment S t atus o f t'^tiire Womexl. „ 



Education^ 





. U. years 
' or less 


12 years 13 to 15 
years 


16+ 
years 


Total 








WHITES 




• 


.% Ybui\g.-^omen expecting 
to work at age 25^ 


b ' 


26.8 


18.1 


32.7 


28.6 


$ Mature women in labor 
forced X 


^5.1 


2*5.1 


1*3.6 


5i*'.7 


i«5.9 








BLACKS 






% Young women expecting 
* to work at age 35^ 


b 


62.1 


60.6 


57.7 


59.3 


? I»iature women in labor 
. f ol-ce^ 


^.5 


67.1 


• 79.0 


95,. 1 


67.1 



a Sotocej national LongitudJtoal Survey of Women aged' 1^ to 2^ in 1968 
'Excludes those answering "don't know," "not applicable," or "other." 

b Excludesf those answering educationsil attainment <5f 11 years* or 13ss. 

c Respondelits from the National LoSgftudinal Survey of Women 30 to 
in 1967. For comparability, respondents over age ^0 are excluded.. 

d Refers to expected educational attainment for young women, Completed 
educaibion for mature women 
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underegtimate their future 2^abor force participation. To the extent 



that the secular increase in female labor force participation continues 

into the future, the underestimates are even greater than indicatred, 

2h ^ ' ^ . . ^ 

in the table. It is interesting to pote that yoimg black women 

appear to imderestimate their future labor force participation. less 

than their white counterparts^ Young blacks .predict a lal?or force 

participation rate of 59 percent compared to an actual rate for old^ 

J)lacks of 67 percent. Young whites predict, for £tge 35 > a Tate of 29 

percent compared to an actual rate of h6 percent. 



IV SUI'g^lAEY . 

This paper confirms directly for the first ^y^ie- the implication of . 

f . 
Jiuman capital theory that young women ex , ante labor market expectations 

are significantly related to their posfschool accumulation of human 

capital. This finding is particularly Aptable when it is recalled that 

y 

this grorxp is often assumed to iJndertake only'^limited investment in 
human capital. Separate empirical estimates of the effects on wages 
of general and speci^c on-the-job training as well as maturation ate 
presented. The effects of e3^ec,tations on on-the-job investment are 
appetrent only for general training. Finally, the engpirical evidence 
indicates that posts(fh9ol investments in training are a major determinant 
of wages and wsige growth among yoyng women. . ^ 
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FOOTNOTES • - 

Assistant Professors of Economics and Research 'Associate^, Center' 
for Human Resource Research, jThe (Miio State Itaiversity, The* research 
'assistance of Timotliy J. Carr, Leyla Woods,' and Julie Zavakos is- 
^gratefully acknowledged. Numerous helpful comments were received from 
'Colleagues in* the Ztepsurtment of Economics and at the Center for Human 
Resource Research on an earlier version of this pat)er. ^This paper was 
prepared under* a contract with' the Eii?)loyT!^nt and Training Administration 
U.S. Department, of 'Labor, under 'authority of the Con5)rehensive En5)loyment 
and Training Act. ' Non^ of its content is to be construed as necessarily 
representing the official position or policy of the Pe^artment of Xahor. 
Any remaining errors in the paper are the' sole responsibility of the 
authors* ' , ' 

^or example, see George Johnson and Frank Stafford; Jacob Mncer 
and iSolomon Polachek; Solomon Polachek; and Hirriet Zellnert 

These models postulate a functional relationship between wages and 

human capital investment, the latter being the solution to the optimal 

control problem where th^ objective is to. maximize discounted earnings 

owr ar finite work horizon. * » . . - ^ - 

. . ' 'V 

3 . < • 

See, for example, I'Jincer and Polachek; Polachek; and Zellner* 

' \: . /. '. , ■ ' 

The e;c post nature *of marital status as a proxy for expectations 
hag befen no^ed by She^rwin Rosenl In sedition, in response to a question 
concerning expecrted ninnber- of cluldr^n, approximately three percent of 
respondents in the National Longitudinal Surveys of Young Women indicated 
•that they expected to remain cliildless. A large .majority of t}ie 
respondents expect to bear at. least two children^ 

^For a complete description of th^e data, see Center for Human ' ' 
Resource Research. ^ ' ^ . 

On-the-job training. has ,*^en examined extensively by Mincer (1962, 
197^) among others, while the effeqts of aging on wage growth of yoijng 
workers has be.en analyzed recently by Edwar.d Lazear. 

7 * ' ' 

For a rigorous -discussion of the effects of discontinuoiis 
participation^ on human capital investment, see Polachek* 

8 ' ' 

Clearly, tl^e validity of this measure cannot be. verf-fled until the ^ 

•women jreach age 35^ However, we tested the nleasure using a cross-section 



labor force participation equation. After controlling for schooling, 
husband's income, pres*ence of young children, a^d age', the d,esire to vork 
at age* 35 reported in*1968 wa^ found to be signif}.cantly related to 
labor forbe paAicipation of white married 'women in 1973;^ 

* 9 . • ^ . ' • 

Since spine of the women were out x>f school' in 1963 when they 

'indicated their plans to work at age 35 » it^'is possible that their labor- 

market intentions were tainted by actual experience in the labor force.' 

Consequently,^ supplementary analyses were done in wh^.ch the san5)ies 

wer4 re^ricted to women who were st^ill in schdol in 1968.-' The , . 

implications ^f these analyses regarding the effects of expectations ^ ' 

on postschool human c^pital^ investments were similar'to those'of the' 

analyses reported below. We have reported estimates for the less- ^ 

restricted samples because they contain some women with longer labor 

force experience, resulting in greater variation in %'he key independent . 

variable, in ttib model. ' * 

10 - , * ' 

An- silternate perspective on this specification is provided by 

considering the effects of current and previous work experience on 

wages. A year of experienqe with the current employer will be -associated 

with investment both in general and in firm-specifie training; 

consequently,, the return to current experience is given by the sum of 

the experience and tentxre coefficients. . A year of experience obtained 

prior to the period of* employment with the current firm also presumably 

^involved investment in both general and firm-specific training, flowever, 

as the concept of firm-specific training inrplies, once a worker leaves 

the firm that provided 'such training the worker no longer receives 

returns on that investm^la^. Hence, in^considering"^ the effects of * 

trfdning relevant to productivity (and wages) on the eiirrent Job , it 

is only the general training acquired on previous jobs that matters. 

Consequently, the return to previous work experience is given by the 

coefficient of total labor market experience. \^ 

^interaction terms for tenure and plans to work were also included 
to test for possible differences in specifilc human capital accumulation . 
associated with future work expectations. * * ^ 

* 12 ' ' 

Chow tests performed on identically-specified equations* indicated 

that the wage structures differed significantly by race. The separate 

equations for each race reported belov' diffeji in .the specifications of 

tenure and age. Squared terms for these two variables in the black ^ 

equations do not add anything to the equations, and removauL of these 

terms does not materially affect tlie remaining eoefficienj^s of interest. 

13 ' - ' ' 

The t-valu'es on the dnteraction terms measure the level of 

significance of the differences In coefficients between the "plans" 

a^ad "no plans" groups. ,/ An implicit assumption here is that the' 



coefficients of the other- variables in the wage equations, do not differ 
by plans to work, A formal tesf, indicated, that with the except^.on of 
the atge- coefficients, this assumption^is supported by the data — i,e., 
*when interaction tenus were included for all variables in. the wage 
equations, there were no significant differences by plans ?o work in 
the coefficients of schooling or in any of the control variables. 

Ik . "~ ^ . , - 

It might be argued that the differences in profil^es by plans to 

work reflect greater ability rather than greater Investment' in training 

by the women with expectations of future market work.* Equations that 

explicitly control for ability (IQ) have been estimated, and the 

differences in experience-wage prpfiles 'pljans to work inrolied by 

these equations are similar to thdge reported here, is omitted 

fyom, the reported'e'quations because a high ,nonresponse rate for 'this 

variable would necessitate using a substantially smaller and potentially 

biased sample. In the same vein, we tested for and did not find any 

significant schQoiing-experience ijiteraction effect, 

15 

Among blacks, a quadratic specification of age (not reported 
here) yielded insignificant coefficients' with reverse "^igns from those 
for whites. See text below"f6r further discussioi;i, . 

■^^rfe are assiaaing h^re that the true effects of ^ing on wage* growth 
of young men are closely approximated by Lazear's upper bovmd estimates 
(i.e., that' Lazear^s wage shift , parameter reflecting nonme^ured cohort 
and business c^Je effects is very clos^to one), 1 

17 , * * ' i ' , 

For example, peer discussions among young women might *^ be 

concerned more with household and family activities I vbile tbpse of 

men might be more related to occupational and job seeS?^'. activities • 

Another explanation, suggested to us by Professor lihror Strbber, is 

theypos&ibzlity of some perceived dimunution of attractiveness for 

wQz^n after their early 20*s which is t2*anslate^ intjo slower ^age', 

growth. ^ , ' ^ 

"^^e are comparing the equation that controls f<br tenure in Table 
1 with an unreiK>rted equation that is identickJ^TOcept t;bat the age 
and age ^quared terms are anitted*.. "She tenure coeffilcients are, virtually 
unaffected by the introduction of age. 

> \ _ ' 

''■%ncl\iding a plans-age interaction term as well as a dummy 
variable for .plans to work and a plans-experience interaction term 
in the same equation was precluded by high collinearity amqng these 
termsA , * ' , 

, The geometric ^ mean vage rates of our two 0amp;ies are $2.1*'2 for 
blacks and $2*10 for wfiites. ♦ The wage equation for ^jtcks implies that 
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a young (black) woman from the South who is *laverage'^ in all other 
" respects will be'j)aid a wage of $2,22, while an identical woman' from 
• outside of the South will he paia ^2»73. Among whites, the corresponding 
figures are $2.60 and $2.75, respectively. Black^white differences in 
the coefficients for. years of school and- residence in the South may 
reflect discrimin^ion in labor inarkets^, racial differences in the 
quality 'of scho'oiing^, or a combination of the* two. ' 

- ' ' ' \ ^ 'V ^ ^ ^ 

21 - . • c 
See, for example ^ Richard Freeinan; Robert Hall and Richard 

^Kasten; Joan Gustafson Haworth, James Gwartney and Charles Haworth; 

and Finis Welch. ' A 

22 ^ • ' > 

^ The reported ratiois represent in each case a,pr-edicted wage for, 

bjacks divided by a predicted wage for whites. These predicted wages ' 
are derived from th$ wage equations in Table 1 that control for tenure.** 
All cailculations fere for women with 12 years of scTioolingyfhc^are . 
healthy, jionunion'^^^rivate sector workers residing in an urban area. 
For those aged 21, we'in^uted two years of total work experience and 
on^year of tenure; while for those aged 27 total experience and tenure 
were assumed to be six and three years, respectively. Whether or not 
the women^ expected to work at age 35» while affectingHhe predicted ' 
wage level, did riot materially affect the black-^rfiite ratio. 

23* ^ " J 

Clearly, labor market discrimination is lii;el2_to affect cxirrent 

, decisions to participate, future work exp^'ctations/a^*^ investmeiit in 

^human capital. For example* in discussing sex differei^ces, in occupational 

distrjibutions , Barbara Bergmann. and Irma Adelmaii havfe argued that , **The 

fact tH^t women in tife pjost have not trained for or applied for [men's] 

Jobs has bfeen dtie more to women's yealism about the prospects for payoff 

of such training or applications thaa to women's voluntary embrace of a 

benign 'role differentiation'" (p^^ 510). ^ ' ' • 

Data on declines in fertility behsvior and expectations over the 
past 10-15 years suggest that tfie secular iricreeise in participation is 
likely to pontinue. For exaniple, in 197^ v<^n aged 35-ft9'liad an average 
of- 3.0 children, while \riien these women were 25-29 they had borne 2.0 . 
children on average. ?y 'contrast, yomen aged 25-29 in 1975 had borne 
k JuslI undqr 1.1* children. Similarly, in 19^7 vives^ agea 30-39 e^cpected 
to b^ar 'an average of 3.3 children and wives in their twenties expected 
2. 9-3^0 children; while by 1971* wives in the^tventies expected 2.2-2.3 
children. Data on fertility behavior aye prSrLde'd in U.S. Bureau of the 
Census, 1976; data on fertility e3Qp'ectatdons are from U.S. Bureau of the 
Census, 1975. ' 
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The Center for Human Resource Research 

r 4 

The Center for Human Resource Research is a policy-oriented research 
unit based in the College of Administrative Science of The Ohio State University. 
Established in 1965, the Center is concerned with a wide range of contemporary 
problems associated 'with human'' resource development, conservation .and 
utilization. The- personnel include approximately twenty senior staff members 
drawn from the distipline^f economics, education, health sciences, industrial 
relations, management science, psychology, public administration, social work 
and sociology. This muitidisciplinary "team is supported by approximately 50 
graduate research asspciates, full-time research assistants, computer program- 
mers and other personnel.^ 

The Center has' acquired pre-eminence in the fields of labor market 
research and manpower planning. The* ^fational Longitudinal Surveys of Labor 
Force Behavior have been the responsibility of the Center since 1965 under 
continuing s.upport from the United States Department of Labor. Staff have been 
called upon for human Resource plannkig- assistance throughout the world with 
major studies conducted ^n Bolivia, Ecuador and Venezuela, and recently the 
National Scienqe Foundation requested a review of the state of the art in human 
resource planning. Senior personnel are also engaged in several other areas of 
research including collective bargaining and labor relations, evaluation and 
monitoring of the operation of government employment and trcuning programs 
and the projection of health education and facility needs. 

The Center for Huirfan Resource^ Research has received over one* million 
dollars annually from g6vernmenft agencies ^d private foundations to support its 
research in recent years. Providing support have been the U.S. Departments of 
Labor, State, anct Health, Education and Welfare; Ohio's Health and Ediitation 
Departments and Bureau of Employment Services; the Ohio cities^f Columbus 
and Springfield; the, Ohio AFL-CIO'; and the George Gund Foundation. The 
breadth of research interests may be seen by examining a few of the present 
projects. 

^ '"^ ^ ' ' . 

The largest^of the current projects is the National Longitudinal 'Surveys of 
Labor Force Behavior. T^is project involves repeated interviews over a fifteen 
year period with four groups, of the UnitedJStates population; older men, middle- 
aged women, and young men and women/ Tl>e data are cdUected for 20,000 
individuals by the U.S. Bureau of the Census, ^d the Center is responsible for 
data analysis. To date dozens of .research monographs and special reports have 
been prepared ^)y ^^e staff. Responsibilities also include the preparatiori and 
distribution of data tapes fbr public us^ g^ginning in 1979, an additional cohort 
of 12,000 young men and women between the ages of \k and 21 will be studied on 
an annual basis .for the following five years. Again the Center will provide 
analysis and public use -t^>es for this cohort* 

The Quality of Working Lif 6 Project is another' ongoing' study operated in 
conjujfction with the cities of Sprin^ietd and Columbus, in an attempt ,to 
improve both the productivity and the^meaningfulness of work for public 
employees in these two municipalities. . Ceotet staff serve as third party 
advisors, as well as researchers, to^ explore new techniques for attaining 
management-worker *<^peration.. 
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A third area of research in which the Center has been. active is manpow^rr 
planning both in the O^S. and in developing countries. current project for the 
Ohio Advisory Council for Vocational Education seek^ to identify and inventory 
the highly fragmented institutions and agencies respoosible. for supplying 
vocational and technical training in Ohio. These data ^wi 11 subsequently bo 
integrated into a comprehensive model for forecasting the State's supply of 
vocational and technical skills* % •• 

Another focus of research is collectiv^argaining. In a project for the U.S. 
Department of Labor, staff members are evaluating severa^ current experiments 
for "expedited grievance procedures," working with union^arid rrtanagement in a 
variety of industries. The procedurcii adequacies, safeguards for due process, 
cost and timing of the new procedure are being weighed against traditional 
arbitration techniques. 

Seriior^staff also serve as <X)nsultants.to many boards and commissions at 
the oa'tional an.^l^ state level. Recent papers have been written for the Joint 
Economrc Comrjflittee of Congress, The National Commission for Employment 
and Unemployment Statistics, The National Commission for Manpower Policy, 
The White House Conference on the Family, the Ohio Board of Regents, the Ohio" 
Governor's T^k Forcf on Health, and the Ohio Govertior's Task Force on 
Welfare. * . • * 

The Center maintains a working library of approximately 6,000 titles which 
includes a wide range of reference works and current periodicals. Also pjovided 
are computer, facilities linked with those of the University and staffed by 
approximately a dozen computer programmers. They serve the needs of in-house 
researchers and users of the National Lx^ngitudin^l Survey tapes. 

For more information on specific Center activities or fdr a copy of the 
Publications List, write: Director, Center for Human Resource Research, Suite 
585, 1375 Perry Street, Columbus, Ohio ^3201. . ' • : 



